7 AAC 43.672 ALASKA ADMINISTRATIVE CODE 7 AAC 43.675

7 AAC 13.672. APPLICABILITY. (a) All health fuacilities seeking
payment from the Department of Health and Social Services for
services provided to Medicald and General Relief Medical recipients
in the State of Alaska are subject to the provisions of 7T AAC 43.670
-— T AAC 43709,

(h) To reccive a change in a prospective payment rate, a health
facility must obtain the department’s approval in accordance with
the procedures set out in 7 AAC 43.670 — 7 AAC 43.709. (Eff
10/721/84, Register 92; am 8/6/92, Register 123)

Authority:  AS 47.07.070 AS 47.25.195

7 AAC 3675 DUTIES OF THE DEPARTMENT. (a) The de-
partment will estabhsh prospective payment vates in accordance
with 7 AAC 43701 for facilities not less than annually for each
fueility.

{h) The department will, in its discretion, establish temporary pro-
spective payvment rates for facilities pending full review of the annual
budeet submittal under 7 AAC 43.680. The temporary rate will be
votroactively adjusted to conform to the final rate approved by the
department. In no event will a temporary rate be approved i1 the
facility has not complied with the reporting requirements of 7 AAC
L5670 and (o). (I5f 8/9/86, Register 99; am 7/4/87, Register 102,
am NOSU2 Repster 123) 7 7

Authority:  AS 17.07.070 AST0T11 AN ATHTLR0
TAAC DT OBIECTIVES. Repealed 59,50,

7 AAC 43.675. MEDICAID RATE ADVISORY COMMISSION
OPLERATIONS AND PROCEDURES. (a) Officers of the Medicaid
late Advisory Commission are a chairperson and vice-chairperson.
At the first commission meeting of each calendar year, the commis-
sion will elect a chairperson and a vice-chairperson from among its
members.

(b) The chairperson will preside at all meetings. The vice-chairper-
son will preside in the absence of the chairperson. In the absence of
both the chairperson and the vice-chairperson, a temporary presid-
ing chairperson for the meeting will be appointed by the commission
members present at the meeting.

(¢) The administrative office of the commission will be open each
day for the transaction of business from 8:00 a.m. to 4:30 p.m. except
Saturdays, Sundays, and legal holidays. All official correspondence
to the commission must be sent to the administrative office.

(d) Meetings of the commission will be held at least quarterly and
at other times and locations as determined by the majority of the
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7 AAC 43.676 HEALTH AND SOCIAL SERVICES T AAC 43.676

commission members. The location of each meeting will be an-
nounced in an agenda that will be mailed to each person on the com-
mission’s general mailing list. A person will be placed on that list if a
written request is filed with the commission.

(e) A vacancy on the commission does not impair the commisston’s
power to act.

(f) The chairperson has the right to vote in all matters before the
commission.

(g) Minutes will be kept of the proceedings and of actions taken by
the commission.

(h) With the exception of the commission member listed in AS
47.07.120(2), a commission member may not vote on factity prospec-
tive payment rates if that member has a divect or indivect financial or
fiduciary interest in an entity that provides health cave services.
(B 879786, Register 99; am 8642, Reoister 123

Authority: A5 47.07.070 LS AT AN ATOT IR0
LS 4707160
Lditor's notes. — The location amid U077 Street, Suite 532, UL Dox 210219,
mailing address of the administrative o= Anchorage, Alaska 995240240,

fice of the commission are the sume: 3601

7 AAC 43.676. PROSPECTIVE RATES DEFINED. (a) Prospec-
tive payment rates are the unit of payment to be paid by the division
of medical assistance for services rendered by facilities for recip-
ients of Medicaid and General Relief Medical programs.

(b) Prospective payment rates will be a percentage of charges for
services rendered in agy Ve/care hospitals and specialty hospitals not
including outpatient clinical laboratory services. The prospective
payment rate will be a per-procedure rate for outpatient clinical lab-
oratory service. Charges to the division of medical assistance may
not, exceed the usual and customary charges for the fucility.

(¢) Prospective payment rates will be a per-day rate for long-term
care facilities and intermediate care facilities for the mentally re-
tarded.

{d) Prospective payment rates will have an effective date. Services
provided will be paid by the division of medical assistance at the rate
in effect at the time the service was provided. For services provided
that are to be paid under different prospective payment rates, the
facility must provide the division of medical assistance with separate
bills for each prospective payment rate period.

(e) Prospective payment rates will be a per-visit rate for rural
health clinies.
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7 AAC 43.678 ALASKA ADMINISTRATIVE CODE 7 AAC 43.679

(D) Prospective payment rates will be a per-procedure rate for out-
patient surgical clinies. (E[f. 8/9/86, Register 99; am 5/8/38, Register
106, am 6/19/88, Register 106)

Authority:  AS 49.07.070

T AAC 45678 MEDICAID RATE COMMISSION ORGANIZA-
TION. Repealed &/9/86.

7T AAC 43679, ESTABLISHMENT OF UNIFORM ACCOUNT-
ING, BUDGETING, AND FINANCIAL REPORTING. (a) The de-
partment adopts a uniform system of accounting, financial reporting,
budgeting, cost allocation, and prospective rate setting for faciiities.
The system is described in the department’s publication entitled
“Medieaid Rate Commission Accounting and Reporting Manual”
(manual), dated June 1987, which is incovporated by reference. Each
facility shall use the manual for submitting information required by
the department pertaining to prospective rates for payment of Medi-
caid and General Relief Medical assistance programs. Regarding the
untiorm system,
{1; Upon receipt of a request, in detail satisfactory to the de-
partiment. the departiment will, in its diseretion, approve an alter-

nate reporting system for information required under T AAC
15680,

123 Repealed 8/6/92.

o

’ i

ne executive director of the Medicald Rute Advisory Com-
mission i authorized to make uniformly applicable interpretive
ralings with respect to matters contained in the manual. The exec-
utive director of the commission is authorized to correct typo-
graphical and coding errors as well as make other minor
organizational modifications when such corrections and modifica-
tions appear to be necessary.

(4) Any interpretive rulings, corrections, or modifications by the
executive director must be in writing and distributed as an attach-
ment of a consecutively numbered transmittal. The transmittal
must describe the changes in detail, and must include instructions
regarding the placement of the material in the manual. Each
facility and manual holder of record must be sent a copy of any
such transmittal together with all attachments.

(b) Each facility shall submit its budget and rate information to
the commission not less than 60 days before the beginning of its fis-
cal year. The budget information and rate request must contain that
information specified in the department’s manual and must be sub-
mitted in the form and manner specified in the manual. If more than
one facility is operated by the reporting organization, the informa-
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7 AAC 43.680 HEALTH AND SOCIAL SERVIUES T AAC 43,680
tion required by this subsection must be reported {or cach facility
separately. The chief executive officer and chairman of the governing
board of the facility must attest that the information submitted un-
der this subsection, including any subsequent modifications, has
been examined by that person and to the best of that person’s knowl-
edge the information is correct.

(¢) Each facility shall submit its vear-end report to the commission
staff within 120 days after the close of the fucility’s fiseal year, in u
form and manner as specified in the manual, including the audited
financial statements and the Medicare/Medicaid report. The depart-
ment will, in its diseretion, grant an extension of the due date ol up to
60 days for the year-end report required in this subsection. If morve
than one facility is operated by the repartinr organization, the infor-
mation required by this subsection must be veported for each fuctlity
separately. The year-end report submitted under this subsection, in-
cluding any subsequent modifications of i1, must be certified by the
{acility’s

{1) certified public accountant;
(2) administrative and Sseat o

cors whn, tndey oath, indieate
hut, to the best of their knowlede, all vorovts have been prepared
in accordance with the prescribed svsatem of seeounting and re-
porting, and fairly state the financial position of the facthty as of
the specified date.

(d) Rural health clinies are exempt from the reporting require-
ments of (b) of this section.

(e} Outpatient surgical clinics are exempt from the reporting re-
quirements of (b) of this section. (E{f. 8/9/86, Register 99; am 5/8/88,
Register 106; am 6/19/88, Register 106; am 7/4/87, Register 102; am
7/20/88, Register 107; am 8/6/92, Register 123

Authority: AS 47.07.073 AS 47.07.074

Lditor's notes. — The Medicaid Rate Rate Commission, 4792-1 Business Park
Commission Accounting and Reporting Boulevard, Building I, Anchorage,
Manual is available from the Medicuid Aluska 99503.

7 AAC 43.680. PROCESSING OF ANNUAL BUDGET SUBMIT-
TALS. (a) Commission staff shall process facilities’ annual budget
submittals. Each budget submittal must be date-stamped upon re-
ceipt in the commission office. The date of receipt in the commission
office must be acknowledged by staff in written notice. The notice
must also indicate the date that the staff expects the annual budget
submittal to be considered by the commission in an informal hearing.

(b) Within 10 days after receipt of an annual budget submittal,
commission staff shall review the submittal to determine whether it
is complete and conforms to department’s regulations, policies, and
instructions, and whether the data is verifiable.
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7 AAC 43.680 ALASKA ADMINISTRATIVE CODE 7 AAC 43.680

(¢) Written notice must be provided by mail to the facility within
the 10-day review period if the staff determines that the annual
budget submittal is incomnlete; fails to conform with department
regulations, policies, ovr instructions; or contains data that cannot be
verified. The notice must clearly indicate the deficiencies found, and
the corrections or modifications that must be made in the submittal
to make it complete or conforming, or to make its data verifiable. The
time by which the corrected or modified submittal must be received
in the commission office must also be noted. In no event may &
facility be provided less than seven days following receipt of the ne-
tice to return to the commission’s office the requested corrected or
madified submittal. If a facility 1s not notified under this subsection,
the annual budget submittal is considered complete and conforming,
and as having verifiable data.

() If the data requested under (¢) of this section is returned to the
commission office within the specified pertod, commission staff shall
make reasonable efforts to continue the processing of the submittal
as if there had been no delav.

(o7 1§ commmission staft determines under (b) of this section that

[is verifiable, the staff shall complete its processing of the sub-

Al and prepave its Bndings and recommendations.

(0 T nan completion of the stalf review of a facility’s annual budaet
Cthe staff shall prepare o written statement of dndings ana

reconsnendations to the commission. The statement must inchude:

(1) an analysis of historical expenditures and rates that resuit
from inflation adjustiments;

(2) an analysis of changes in capital costs, including deprecia-
tion, interest, and leasing costs;

(3) an analysis of the program changes identified by the facility
for the upcoming budget year;

(4) recommendations of staff regarding the rates to be paid by
the division of medical assistance for Medicaid and General Relief
Medical assistance programs;

(5) other matters that the staff considers important.

(g) A copy of the staff’s statement must be mailed to the faciiity
not less than 20 days before the date set for the commission consid-
eration of the facility's annual budget submittal. Copies of the state-
ment must also be mailed by that date to commission members and
to the division of medical assistance.

(h) Not less than 20 days before the date set for commission con-
sideration of a facility’s annual budget submittal, the staff shall pro-
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TAAC 43.681

HEALTH AND SOCIAL SERVICES T AAC 43.683

vide notice to the facility and those persons on the comnission’s gen-
eral mailing list regarding the impending hearing.

(1) A facility may submit to the commission a response to the staff
findings and recommendations. The response must be received in the
commission office not less than three days befove the date set for
commission consideration of the facility’s annual budget submittal ir
an informal hearing. Response received after that date might or
might not, in the commission’s discretion be considered hy the com-
mission.

(7> Rural health clinics are exempt from the requirements of (a),
(h), (o), (), (&), and (f) of this section.

k) Outpatient surgical clinies are exempt from the reporting ve-
quirements of (a) — (f} of this section.

(1) If staff initiates any changes in staff recommendations in the
report less than five working davs before the informal proceeding,
the facility has the option of continuing the procecding o the next
commission meeting. (Bff §/9/86, Register 99; am 7,20 =3, Register
107, am 8/6/92, Register 123)

Authority: AR AT.07.070 AN AT0T.078 Ar AT TR

TAAC L3681 PENALTIES. (a) If a facility fails to submit a year-
end report as required in 7 AAC 43.679(¢), or files an incomplete
report, its rates will be automatically reduced by 20 percent until the
report is received and certified by the staff to be complete. The staff
shall notify the division of medical assistance on the 30th day after
the reports are due whether the reports were received and certified
by the staff to be complete.

(b) For each month or part of a month by which a facility fails to
submit the information required in 7 AAC 43.679(b), or fails to file
complete information, the rates for one month of its budget year will
automatically be set at 80 percent of the current approved rates.
(Eff. 7/4/87, Register 102)

Authority: AS 47.07.070 AS 47.07.110 AS 47.07.180

7 AAC 43.682. SUBMISSION OF BUDGET AMENDMENTS
BY HEALTH FACILITIES. Repealed 8/9/86.

7 AAC 43.683. INFLATION FACTORS. (a) Semiannually the de-
partment will adopt inflation factors to be used in determining pro-
spective payment rates for all facilities. The department will adopt
inflation factors by September 1 for facilities with fiscal years begin-
ning January through June, and by March 1 for facilities with fiseal
years beginning July through December. The department will con-
sider the following criteria in determining the inflation factors:
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(1) national and regional inflation trends specific to health care;

(2) economic conditions within the state;

(3) regional differences within the state;

(1) budget Inflationary factors in medical assistance appropria-
tions set by the legislature; and

(5) other factors the department deems appropriate.

(b) The inflation factors will separately identify annual rates of
inflation used to develop the inflation factor and will be consistently
applied year to year. (ISff. 8/9/86G, Register 99; am 7/4/87, Register
102; am 8/6/92, Register 123)

Authority:  AS J7.07.070 AS 47.07.180 \

T AAC 13681 PROCESSING OF BUDGETS AND BUDGET -
AMENDMENTS. Repealed 8/9/36.

7T AAC 43.685. METHODOLOGY AND CRITERIA FOR AP-
PROVAL OR MODIFICATION O A FAIR RATE O PAY-
MENT FOR MEDICAL ASSISTANCE PROGRAMS. (a) The
following methodology and ceriteria will be used by the department in
reviewing and setting prospective payment rates for medical assist-
ance programs; the relative importance of each criterion is a matter
of departiment discretion:

(1) whether the costs ave reasonable given prudent and cost-
effective management and operation of the fuctlity;

(2) whether the costs are reluted to patient care and are attribu-
table to the Medicald and General Renief Medical assistance pro-
grams;

(3) whether the prospective vate is reasonably related to costs;

(4) whether the prospective rates are the most reasonable under
the circumstances, considering the

(A) rate of use by medical assistance beneficiaries in acute
care;
(B) rate of use by medical assistance beneficiaries in long-

term care; .
(C) overall acute care occupancy; and é @
(D) overall long-term care occupancy. _
(b) For facilities and services of facilities whose respective meth-
odologies for determining a fair rate of payment are not described in
this section, the department will determine a fair rate of payment
based on actual costs per occasion of service as allowed in 7 AAC
43.686 for the facility’s fiscal year ending 12 months before the pro-
spective fiscal year. The actual allowable operating costs will be cal-
culated and adjusted as follows:
(1) The actual allowable operating costs per occasion of service
will be calculated from the Medicare cost report for the applicable
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7T AAC 43.685 HEALTH AND SOCIAL SERVICES 7T AAC 43.685

fiscal year with adjustments as prescribed in the manual if' the
Medicare cost report does not allocate costs in the required man-
ner.

(2) Actual operating costs less capital costs, which are inteves:
on long-term debt, depreciation, amortization, leases and rentals
for real property, exclusive of equipment, property taxes on reul
preperty used for direct patient care, and insurance on fixed as-
sets, will be adjusted forward based on a compound rate of infla-
tion as outlined in 7 AAC 43.683. For long-term care facilities and
mtermediate care facilities for the mentally retarded, the ancil-
laries will be separately identified from the daily facility expenses.

(3) Interest on long-term debt, depreciation, amortization,
leases and rentals for real property, exclusive of equipment, and
preperty taxes on real property used for direct patient cave, will
be considered based on budget data submitted by the facility as
follows:

(A) For fucilities that contain both long-term care services
and acute care services, budegeted depreciation, intevest, and
amortization will he allocated using the same methodology as
was allowable in the base year

(B) Additional building depreciation and interest due to the
construction of additional beds will be adjusted to reflect 50 per-
cent of the base year occupancy.

(C) An appropriate allowance for depreciation, interest on
capital indebtedness and capital for an asset of a hospital tha:
has undergone a change of ownership will be valued at the lesser
of the allowance acquisition cost of the asset to the owner of
record on or after July 18, 1984, or the acquisition cost of the
asset to the new owner in accordance with 42 U.S.C.
1395x(v)(1)(O)(i); in addition, the recapture of depreciation ex-
pense on disposition of assets that accommodate gains under the
Medicaid program will be limited by the provisions of 42 U.S.C.
1395x(v)(1)(0)(i1); payment for acquisition costs associated with
buying and selling of the facility will be limited by the provisions
of 42 U.S.C. 1395x(v)(1)(0)iii); for long-term care facilities, cap-
ital assets used by the prior owner in the medical valuation of
general relief medical programs for purposes of determining
payment rates will not be increased, as measured from the date
of acquisition by the seller to the date of the change of owner-
ship, solely as a result of a change of ownership, by more than
the lesser of

(1) one-half of the percentage increase, as measured over
the same period of time, or, if necessary, as extrapolated retro-
spectively by the secretary of the U.S. Department of Health
and Human Services in the Dodge Construction Systems
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7 AAC 43.685 ALASKA ADMINISTRATIVE CoDE 7 AAC 43.685 ) é% ﬂ%

Costs for Nursing Homes, applied in the aggregate with re-
spect to those facilities that have undergone a change of own-
ership during the fiscal year or,

(i) one-half of the percentage increase, as measured over
the same period of time, in the Consumer Price Index for All
Urban Consumers (United States city average).

(1)) For facilities that contain long-term care services, acute
care services, or both, the department will determine as a capi-

tal cost
(i) the reasonable cost for arms-length transactions for
leases and rentals for real property, exclusive of equipment, ‘ %

used for divect patient care, and
(iD) the actual cost for property taxes on real property used
for direct patient care.
(4) The department will require the following revenue offsets for
determining a fair rate for Medicaid and General Relief Medical
assistance programs:

%

3 (A) other operating revenue as defined in 7 AAC 43.636(c);
] (D) tax revenue designated by the taxing authority for pav-
i ment of interest expense on bonds and operating costs;

| (C) donations or grants that are donor-restricted for operat-

ing costs as allowed in T AAC 43.636.
(o) Tf 2 new facility is licensed, the rates for the first two years of
operating will be caleulated as follows:
(1) for acute care, the percentage of charges will be set at the

statewide weighted average of percentage of charges for the most
recent 12 months of actual data avaiiable in the commission office:

(2) for long-term cave, the rate will be set at the swing bed rate
currently in effect, less the average capital costs contained in the
swing bed rate, plus the inflation factor adopted under 7 AAC
43.683, plus the capital costs identified by the new facility, assum-

ing a first year occupancy rate of 40 percent and a second year '

. oceupancy rate of 60 percent on licensed beds. :
" (d) The department will determine the percentage of charges for é % ‘
acute care hospitals and specialty hospitals by calculating the ratio :
of allowable operating costs less the required revenue offset per ad- !

justed admission in the base year, to actual revenue, not to exceed
100 percent of projected charges. The allowable increase or decrease
will be calculated in accordance with (b) of this section.

(e) The department will determine a per diem rate for long-term
care and intermediate care for the mentally retarded by totalling the
allowable operating costs for the daily rate and the average ancillary
cost per day, less the required revenue offsets< For a facility that’s
fiscal year begins on or after January 1, 1995, the department will
determine a per diem rate for long-term care and intermediate care
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, for the mentally retarded by totalling the allowable operating costs
f for the daily rate and the average ancillary lower of costs or charges
per day, less the required revenue offsets. The per diem rate may not
exceed charges rendered to the general public. For purposes of this

_ subsection, allowable operating costs are as determined in 7 AAC §
! 43686, i
: (D) In using the eriteria in (w) of this section, the department will E*
compare the allowable costs less capital costs caleulated in (b) of this E
section plus the appropriate annual inflation identified in 7 AAC g
: . 43.683(1) (base year allowable costs) to the approved allowable oper- ;‘
\3 : 9 ating costs less capital per occasion of service in the year preceding g1
: the budget year (approved wilowabie costs) and will apply the follow- el

ing:
(1) if the base year allowable costs exceed the approved allow-
able costs, the allowable costs will be limited to the approved al-

lowable costs plus the appropriate intlation factor identified in 7
AACH3.683(h) plus 50 percent of the dirference between the allow-
able costs of the two veurs, limited 1o 5 pereent of the costs in the
hase year;

(2) 1f the allowable costs ave less than the approved allowable
costs, rates will be calculated in accordance with (b) of this section
plus £0 percent of the difference between the allowable costs of the
two years, limited to 5 percent of the costs in the base year;

(3) for long-term care facilities, allowable costs do not include
anciilary costs.

1
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% (g) For long-term care services provided on or after November 1,

i 1988, the department will limit the routine portion of the rate for a

: long-term care facility to one that is the lesser of either the rates for

% the long-term care facility as calculated in (a) — (f) of this section or

: the maximum cap, calculated under (1) — (3) of this subsection. The

é department will, under (1) — (3) of this subsection, recalculate the

} maximum cap every six months and will reset prospective rates for
Q % . 9 all long-term care facilities for the subsequent six-month period by

§

e

applying the new maximum cap established for that period. The
maximum cap is calculated as follows:

(1) The department will place all long-term care facilities whose
rates are set under AS 47.07.070 into three categories, consisting
of free-standing facilities, facilities co-located with hospitals, and
state-owned facilities.

(2) The department will calculate a separate maximum cap for
the long-term care facilities listed in each of the three categories
listed in (1) of this subsection. The department will calculate the
maximum cap for each category semi-annually, for the periods of
January 1 — June 30 and July 1 — December 31.
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